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Abstract 
The need for Islamic financial system in Malaysia arose from the fact that more than 51 per cent of the population is made 
up of Muslims. From Islamic perspectives, ethics oversees all aspects of life. Islam places the highest importance on ethical 
values and principles in all aspects of human life. Ethical norms and moral codes evident from the verses of the Qur’an and 
Sunnah are numerous and comprehensive (Khan, 2009). Since the awareness and demand for investing in accordance to 
Islamic principle is increasing, the number of Shari’ah Compliant companies in Malaysia has increased tremendously over 
the years. Shari’ah Compliant companies are seen to incorporate Islamic ethical identity, thus the organization should depict 
the true Islamic Values of corporate strategy, structure, communication and culture embracing both tangible and intangible 
elements that make them distinctive. Thus this study is trying to assess the extent of Corporate Ethical Identity (CEI) that 
are being embraced by these Shari’ah compliant companies via company’s annual report. The CEI checklist was 
developed and sent to experts (auditors and academia) to verify all the selected items. Initially, the checklist consists of 88 
items, and after taking into consideration the experts’ opinions (academia and practitioners), the final checklist with 83 
items has been established. Content analysis was used in order to construct the CEI Index. The unit of analysis for this 
study is the annual report of 153 Shari’ah Compliant public listed companies on Main Board companies of Bursa 
Malaysia for the year ended 2009. The findings of the study show that the level of  CEI of selected companies is lower 
with the average of below 25 per cent. Furthermore, this study adds to prior related studies on corporate identity that 
focused mainly on Islamic perspectives.  
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1. Introduction 
     Malaysia’s aspiration to persist as the leader of the Islamic Capital Market entails its Shari’ah compliant 
companies to embrace Islamic Business Ethics and values in an attempt to win the trust and confidence of its 
Muslim investors and stakeholders, by portraying their sincerity and earnestness in complying with Islamic 
values. Through promotion of extensive transparency and accountability will enable Malaysia to set up a 
comprehensive accounting, tax and regulatory framework to reinforce further its objectives as the champion 
of the Islamic Capital Market. Furthermore, in the midst of rising corporate failures and fraud, it is hoped that 
by incorporating Islamic Business Ethics may improve the problems of ethics and values and corporate 
culture. Corporate identity as defined in the Marketing field as the distinct attributes of the corporation 
(Balmer, 1998). Berrone et al., 2007, stated that a corporate ethical identity has informational worth and 
enhances shareholder value by having positive impact on stakeholder satisfaction.  Rahman, 1994, stated the 
positive Islamic business ethics to be practiced are ‘Iqtisad (moderation), adl (justice), ihsan (compassion), 
amanah (honesty), infaq (spending to meet social obligations), sabr (patience) and istislah (public interest) 
and the negative values to be avoided are zulm (tyranny), bukhl (miserliness), hirs (greed), iktinaz (hoarding 
of wealth) and israf (extravagance). In Malaysia the numbers of Shari’ah compliant securities had increased 
tremendously year by year.  About more than 80 per cent of the securities listed on Bursa Malaysia are 
Shari’ah-compliant (Bursa Malaysia, 2011). The existence of Shari’ah compliant securities had made 
Malaysia as one of the best Islamic Capital Market in Asia (Bursa Malaysia, 2011). Besides that Shari’ah 
compliant securities are more ethical and transparent over product profitability activities because they are 
bound by Islamic Shari’ah principles. As such, Shari’ah compliant companies are responsible to provide true 
and fair view information to the investors particularly on the companies’ investments activities and 
transactions. The combination of Islamic values in business transaction will hopefully develop a long run 
overall positive companies value and performance. Since the Shari’ah compliant companies are seen to 
assimilate the Islamic Values identity, thus this study is trying to assess the extent of the Corporate Ethical 
Identity (CEI) that are being embraced by these Shari’ah compliant companies. 
 
2. Literature Review 
      
     Corporate identity as described by Gray and Balmer, ,2001, is the reality and uniqueness of the 
organization, while Balmer, 1998, defined corporate entity as the uniqueness of the distinct attributes of the 
corporation. Haniffa and Hudaib, 2007, defined Islamic identity as an uniqueness features such as underlying 
philosophy and values, provision of interest-free products and services, restriction to Islamically acceptable 
deals, focus on developmental social goals, subjection to additional reviews by Shari’ah Supervisory Board 
(SSB). This study extended the work done by Haniffa and Hudaib, 2007, to investigate the ideal corporate 
ethical identity of Shari’ah Compliant companies based on Shari’ah principles and concept. The definition of 
Islamic Ethical Identity is based on Islamic  underlying philosophy and values of the companies, interest-free 
and Islamically acceptable activities , developmental and social goals and the environment themes ( Haniffa 
and Hudaib, 2007; Roshima et al., 2009). While, Balmer and Soenen, 1999, identified four distinctive features 
of corporate identity as actual, communicated, ideal and desired. Actual identity include business strategy, 
values and philosophy, corporate culture and structure while communicated identity is link to image and 
reputation.  
     Gray and Balmer, 2001, defined corporations as “whose social goals are as important as making profit is 
described as having ethical identity”. As stated by Berrone et al., 2005, a corporate ethical identity has 
informational worth and enhances shareholder value by having positive impact on stakeholder satisfaction. 
Rahman, 1994, in Lewis, 2001, explains that Islamic business ethics which have a positive values and be 
practiced to be ‘Iqtisad (moderation), adl (justice), ihsan (compassion), amanah (honesty), infaq (spending to 
meet social obligations), sabr (patience) and istislah (public interest). Those that have negative values and to 
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be avoided are zulm (tyranny), bukhl (miserliness), hirs (greed), iktinaz (hoarding of wealth) and israf 
(extravagance). He affirms further that positive economic values are halal which are approved and 
commendable, while the negative values are forbidden and wrong. Pomeranz, 2004, highlights the impact of 
Islamic teaching in Islamic businesses to the western society. Islamic ethicists are seeking to install a climate 
of high level ethics and to weed out forbidden transactions. This is due to failure of major corporations and 
increase in fraud cases in the western economy due to failure in values and corporate culture.  
     Shari’ah compliant companies are companies that conduct activities which are not contradictory to the 
Islamic principles and have been approved by the Shari’ah Advisory Council (SAC). SAC under Security 
Commission is responsible in facilitating the development and innovation of Islamic financial products in 
Malaysia (Mehdi, 2008). Furthermore, the SAC is also responsible in the selection of Shari’ah compliant 
securities in Malaysia through a rigorous screening process. Shari’ah Compliant Securities are all the listed 
company securities that has been classified as Shari’ah permissible for investment based on the company’s 
compliance with Shari’ah principle in terms of its primary business and investment activities which are not 
extensively involved in non-permissible activities such as the financial services based on riba (interest), 
gambling, manufacturing of non-halal products (e.g. pork, liquor etc) , conventional insurance,  entertainment, 
manufacture or sale of tobacco-based products or related products, stock broking or share trading in non-
compliant securities and other activities deemed non-permissible. The Shari’ah compliant securities list was 
introduced in June 1997 by the SAC of Security Commission. The list is updated twice a year by reviewing 
the companies’ annual financial report and the companies’ core activities to ensure the Shari’ah principles 
and criteria  based on the Al-Quran and the Sunnah as well as the general principle of Syara’ are fulfilled 
(Bursa Malaysia, 2011).  
     According to Khan, 2009, Islam places the uppermost emphasis on ethical values in all aspects of human life. 
In Islam, ethics oversees all aspects of life. Ethical norms and moral codes evident from the verses of the Holy 
Qur’an and the teachings of the Prophet (pbuh) are numerous, far reaching and comprehensive. Islamic 
teachings strongly stress the observance of ethical and moral code in human behaviour. Moral principles and 
codes of ethics are repeatedly stressed throughout the Holy Qur’an. Besides, there are numerous teachings of the 
Prophet (pbuh) which cover the area of moral and ethical values and principles. Says the Holy Qur’an: 
 
  “Ye are the best of peoples, evolved for mankind, enjoining what is right, forbidding what is wrong, and 
believing in Allah. If only the People of the Book had faith, it were best for them: among them are some who 
have faith, but most of them are perverted transgressors” (3:110) – Translated by Abdullah Yusuf Ali 
 
     According to Khan, 2009, the Islamic ethical system is different from secular ethical systems in term of the 
moral code advocated by other religions and societies. In Islam, devotion to moral code and ethical behaviour 
is a part of individual’s Iman (faith). According to the Islamic teachings, Muslims have to jealously guard 
their behaviour, deeds, words, thoughts, feelings and intentions. Islam asks its believers to observe certain 
norms and moral codes in their family affairs; in dealings with relatives, with neighbours and friends; in their 
business transactions; in their social affairs, and in all spheres of private and public life. There are a number of 
rules of ethical discipline in Islamic commercial transactions without which business contract would be 
regarded as lacking perfection in the light of the code of good manners, decency and ethical excellence. Islam 
stresses that some of these tenets are keenness to earn legitimate (Halal) earnings , trade through mutual 
consent, truthfulness and trustworthiness in business transactions, generosity and leniency in business 
transactions and honouring and fulfilling business obligations, fair treatment of workers and not to be 
involved in prohibited transactions 
3. Methodology 
3.1 Population and Sample Size 
233 Roshima Said et al. /  Procedia Economics and Finance  7 ( 2013 )  230 – 235 
 
     The population of this study consists of all Main Board Shari’ah Compliant companies of Bursa Malaysia 
for the year ended 2009 .This study include all sectors in Main Board Shari’ah Compliant companies which 
consist of consumer products, industrial products, trading and services, plantations, properties, constructions, 
technology, hotels, infrastructure and mining. All financial companies will excluded from this study due to 
different regulatory framework and governance environment. Banking and financial companies are legislated 
under BAFIA Act 1989, Central Bank of Malaysia Act 1958 (Revised 1994), whereas non-financial 
companies are legislated under Companies Act 1965. 
     The sample size is based on table recommended by Sekaran, 2003. Based on the population of 730 Main 
Board companies for the selected sectors in Malaysia, the sample size is 200. The proportional stratified 
sampling method was used in this study to determine the sample size of each sector of public listed companies 
in Main Board Companies in Malaysia 
 
3.2 The Process to Construct Corporate Ethical Identity (CEI) Index and Content analysis 
 
     Preliminary checklist with 88 items was constructed based on Social Responsibility Reporting Framework, 
Haniffa and Hudaib, 2007, Berrone et al., 2005 and Roshima et al., 2009. In order to develop the checklist, 
the researchers also look on the definition of Islamic Ethics defined by Khan, 2009. 
     The CEI Index was developed by adding all the items covering the four themes, which were Underlying 
Philosophy and Values, Interest- free and Islamically Acceptable activities, Developmental and Social Goals 
and Environment theme. This CEI Index was developed by using the dichotomous, which the score of “1”, if 
the company disclose the items and “0”, if it is not. The process will add all the scores and equally weighted. 
The scores will be calculated as follows: 
 
             nj 
CEI j = ∑  t =1 Xi j 
                 
                   nj 
 
 
where: 
CEI j= Corporate Ethical Identity (CEI) Index  
nj= Number of items expected to disclose the corporate identity items for the company nj≤83 items 
     Xij = of “1”, if the company disclose the corporate identity items and “0”, if it is not. 
 
4. Findings of the study 
Table 1: Sample distribution by industry 
Industry Frequency Percent 
Construction 10 6.5 
Consumer Product 26 17.0 
Industrial Product 55 35.9 
Technology 7 4.6 
Trading And Services 31 20.3 
Properties 16 10.5 
Plantation 8 5.2 
Total 153 100.0 
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Table 1 represents the 153 of final sample of the target population of 730 public listed Companies at Bursa 
Malaysia for the year ended 2009. 35 percent (n=55) of the sample firms are in Industrial Product. The 
remaining is in Trading and Services (n=31, 20.3 per cent), Consumer Product (n= 26, 17 per cent), Properties 
(n=16, 10.5 per cent), Construction (n= 10, 6.5 per cent), Plantation (n = 8, 5.2 per cent), and Technology (n = 
7, 4.6 per cent) 
 
Table 2: Descriptive Statistics for Dependent Variables (Corporate Ethical Identity Index) 
 Year 2009 
Mean 21.50 
Minimum 11.00 
Maximum 49.00 
Valid N (listwise) 153 
 
The table above showed the descriptive statistics for the dependent variables of CEI Index of Shari’ah 
Compliant companies extracted from the Annual Report for the year ended 2009. The descriptive statistics 
includes statistics such as minimum, maximum and mean for each of the four themes of CEI Index. The mean 
for the CEI Index of 2009 is 21.5 per cent.  
 
Table 3: Descriptive Statistics for Dependent Variables by Themes 
Year 2009 Theme 1 Theme 2 Theme 3 Theme 4 
Mean 43.24 0 13.98 11.86 
Minimum 32.00 0 0 0 
Maximum 72.00 0 36 67 
Valid N (listwise) 153 153 153 153 
 
The table above showed the descriptive statistics for the dependent variables of CEI Index according to 
themes from the Annual Report for the year ended 2009. The descriptive statistics includes statistics such as 
minimum, maximum, mean and standard deviation for the four themes of CEI indexes. The mean for the CEI 
Index level for Theme 1 (Underlying Philosophy and Values) of 2009 Annual Report is 43.24 per cent. 
Meanwhile, the mean for the disclosure level for Theme 3 (Developmental and Social Goals) is 13.98 per cent 
and the mean for the disclosure level for Theme 4 (Environment) of 2009 Annual Report is 11.86 per cent.  
 
Table 4: Level of disclosure of Corporate Ethical Identity (CEI) Index for n = 153 
Islamic Ethical Index Year 2009 
Frequency Percent 
0-10% 3 2.00 
10.1-20% 106 69.30 
20.1 -30% 41 26.80 
30.1-40% 2 1.30 
40.1 – 50% 1 0.70 
More than 50% 0 0 
Total 153 100.00 
 
Table 4 presents the level of CEI disclosure index for the 153 companies in 2009. The results show that 69.3 
per cent (n=106) companies showed level of disclosure of CEI Index between 10.1 to 20 per cent.  
5. Discussion and conclusions 
     The findings of the study show that the level of communicated CEI of selected companies is lower with the 
average of below 25 per cent. The findings of the study also show that the communicated CEI Index in annual 
report for the year ended 2009 is 21.50 per cent. Furthermore, the study reveals that Theme 1 (Underlying 
Philosophy and Values) has the highest disclosure level of CEI Index as compared to other themes in the 
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Annual report for the year ended 2009. 
     The study also shows that only a handful Shari’ah compliant company pay and declare zakat to the 
authorities.  These small numbers of Shari’ah compliant companies are those that have majority Muslim 
shareholders and directors. Non-majority Muslim shareholders and directors of other Shari’ah compliant 
companies, which make up the bulk of the Shari’ah compliant companies on Bursa Malaysia, are seen not 
ready to take on the responsibility of individual Muslims shareholders to pay zakath on behalf of these 
shareholders. The Shari’ah compliant companies are seen to be less committed in fulfilling this duty even 
though Zakat contribution ranks as one of the five pillars of the Islamic faith. 
 
Acknowledgements  
This research is funded by Ministry of Higher Education (MOHE), Malaysia and Accounting Research 
Institute (ARI). 
 
 
References 
 
Balmer, J. M. (1998). Corporate identity and the advent of corporate marketing. Journal of Marketing 
Management, 14(8), 963-996. 
Berrone, P., Surroca, J., & Tribó, J. A. (2007). Corporate ethical identity as a determinant of firm 
performance: a test of the mediating role of stakeholder satisfaction. Journal of Business Ethics, 76(1), 
35-53. 
Gray, E. and J. M. T. Balmer (2001). Ethical Identity: What Is It? What of It?. Working Paper No. 01/15, April 
(Bradford University School of Management). 
Haniffa, R., & Hudaib, M. (2007). Exploring the ethical identity of Islamic banks via communication in 
annual reports. Journal of Business Ethics, 76(1), 97-116 
Khan, R. A. (2009).  Islamic Economics and Commerce: The Solution to Monetary Injustice. 
Rahman, Y.A. (1994). Interest Free Islamic Banking. Cheltenham: Edward Elgar. 
Roshima, S., Yuserrie, Z., & Hasnah, H.(2009). The relationship between corporate social responsibility 
disclosure and corporate governance characteristics in Malaysian public listed companies. Social 
Responsibility Journal, 5(2), 212-226. 
Sekaran, U. (2003).Research Methods for Business: A Skill Building Approach. John Wiley & Sons, Inc. 
